This study sets out to examine factors influencing audit fees paid by non-financial companies listed on Abu Dhabi Stock Exchange (ADX). Data were collected from the 2011 annual and corporate governance reports published by the Emirati non-financial companies listed on ADX. Backward regression analysis is employed to assess the association between audit fees and certain company's attributes. The findings show a direct relationship between audit fees and each of corporate size, business complexity and audit report lag variables. An inverse relationship has been detected between audit fees and each of industry type and audit committee independence. The findings also revealed that audit fees are not significantly influenced by company's profitability, risk, and status of audit firm.
Introduction (Note 1)
External audit is an important factor in the corporate governance function. The responsibility of the external auditor is to assure users of corporate financial statements that the statements are true and fair. Consequently, external auditors are seen by the users of corporate financial statements as being independent, objective and unlikely to be influenced by their clients. The important role that an external auditor plays in corporate governance would be influenced by fees charged to clients. Consequently, several studies have been undertaken to identify variables influencing audit fees all over the world. The majority of these studies covered developed countries (e.g., Taylor & Baker, 1981; Francis, 1984; Francis & Stokes, 1986; Haskins & Williams, 1988; Chan et al., 1993; Anderson & Zeghal, 1994; Ezzamelet et al., 1996; Iyer & Iyer, 1996; Craswell & Francis, 1999; Ezzamel et al., 2002; Neimi, 2006; Simon & Taylor, 2002; Gonthier & Schatt, 2007; Wang et al., 2009 ). Yet, limited number of studies covered Arab and Middle Eastern countries (Joshi & Al-Bastaki, 2000; Kutoband Al-Khater, 2004; Naser & Nuseibeh, 2008) . Hence, more research efforts are still needed in Arab and Middle Eastern countries. As far as the UAE is concerned, no attempt has been made to explore variables influencing audit fees paid by Emirati nonfinancial companies listed on ADX. Undertaking this type of studies requires disclosing audit fees. This was not available until the end of 2011 when Ministry of Economy issued Ministerial Resolution No. 518 of 2009 concerning Governance Rules and Corporate Discipline Standards and asked companies listed on ADX to disclose audit fees. This Resolution was an update to Decision No. R/32, concerning corporate governance rules and requirements, that should be followed by nonfinancial companies listed on ADX. Ministerial Resolution No. 518 became effective from 30 April 2010. Consequently, companies listed on ADX started to publish audit fees in 2011 annual reports. It is important to mention that the Resolution was applied to nonfinancial companies since financial companies (banks, insurance, investment, money exchange and brokers) are supervised by the Central Bank. Hence, identifying variables that impact audit fees paid by companies listed on ADX will be a pioneering study since the listed companies never disclosed audit fees before. The choice of nonfinancial companies was mainly due to the fact that all these companies must comply with Ministerial Resolution No. 518. In addition, all companies operating in the UAE are exempted from paying income tax. Furthermore, unlike other developed countries where few audit firms compete for many companies, a limited number of companies are listed on ADX and many international, regional and local audit firms are operating in the UAE. This would result in imbalance between the supply and demand for external audit. This is expected to influence audit fees paid by companies listed on ADX. Thus, the unique features of the Emirati nonfinancial companies listed on ADX and the UAE market would add a new dimension to the literature of the determinants of audit fees.
The remainder of this paper is organised as follows. Previous related studies concerning determinants of audit fees together with hypotheses development are offered in the following section. Study methodology is explained in section three. While the findings are discussed in the fourth section, the conclusion is presented in the last section.
Previous Related Studies and Hypotheses Development
Previous literature on the determinants of the audit fees has investigated the relationship between audit fees and various corporate attributes. The most common attributes employed in previous research include corporate size, profitability, risk, complexity, industry type, the status of audit firm, audit report lag and audit committee independence. Literature related to these attributes is reviewed below.
Corporate Size
Large size companies would be involved in more activities than small ones. They are usually more publicly visible and they tend to disclose more information than small companies. Consequently, more audit services and time are needed to audit large size companies than small ones. They also have enough financial resources to recruit big international audit firms. Hence, large size companies would pay higher fees than small ones (Palmrose, 1986; Carson et al., 2004; Vermeer et al., 2009) . Previous empirical research showed size to be the main factor that influences external auditor's fees (Taylor & Baker, 1981; Francis, 1984; Firth, 1985; Simon, et al., 1986; Simon et al., 1992; Chan et al., 1993; Anderson & Zeghal, 1994; Johnson et al., 1995; Firth, 1997; Mike et al., 1997; Naser & Nuseibeh, 2008; Ellis & Booker, 2011) .
In the literature, several variables were used to proxy corporate size. The most widely used variables were total assets (e.g., Wallace & Naser, 1996; Inchausti, 1997; Owusu-Ansah, 1998; Tower et al., 1999; Ho & Wong, 2001; Naser et al., 2002; Camfferman & Cooke, 2002; Abdul Hamid, 2004; Haniffa & Cooke, 2005; Ali et al., 2004; Barako et al., 2006; Othman et al., 2009; Khan, 2010; Galani et al., 2011) , total sales (e.g., Wallace et al., 1994; Meek et al., 1995; Inchausti, 1997; Depoers, 2000; Naser et al., 2002; Prencipe, 2004; Rouf, 2011) and market capitalization (e.g., Naser et al., 2006; Ghazali, 2007; Chatterjee & Mir, 2008) . Consistent with the findings of the majority of prior studies, it is, therefore, hypothesized that:
Hypothesis 1: Audit fees paid by Emirati nonfinancial companies listed on ADX are associated with corporate size.
Profitability
Previous research pointed to possible association between audit fees and corporate profitability (Joshi & Al-Bastaki, 2000; Sandra & Patrick, 1996) . Companies reported high levels of profit would disclose more information to highlight their achievements and reduce agency costs (Watts & Zimmerman, 1986) . Disclosing more information will be used by management of a profitable company to signal information about their performance to strengthen their position and justify their compensation (Inchausti, 1997) . These companies will be subject to rigorous audit testing to their revenues and expenses (Joshi & Al-Bastaki, 2000) . Hence, profitable companies would pay high audit fees. Different variables were employed by previous researchers to represent profitability. Among these variables are: net profits, net profit to sales, return on assets, and return on equity. It is, therefore, hypothesized that:
Hypothesis 2: Audit fees paid by Emirati nonfinancial companies listed on ADX are associated with corporate profitability.
Second-Level Heading
A level of corporate risk needs to be considered in defining audit work (AICPA, 2012) . Corporate risk is viewed as being one of the main determinants of audit fees. Auditors need to make more efforts with a client with poor financial condition to avoid lawsuits against audit firms in the future, and thus, auditors will charge higher audit fees. Previous literature on the determinants of audit fees reported significant association with corporate risk (Simunic, 1980; Francis & Stokes, 1986; Joshi & Bastaki, 2000; Gonthier-Besacier & Schatt, 2007) . However, several studies reported insignificant relationship between the two variables (Vermeer et al., 2009; Ellis and Booker, 2011) . In the literature, gearing ratios, and profitability ratios were used to proxy client's risk (Simunic, 1980; Francis & Stokes, 1986; Chan et al., 1993; Joshi & Al, B., 2000; Carson et al., 2004; Gonthier, B., & Schatt, 2007 
Complexity
Another variables used in previous research to explain audit fees is corporate complexity. Companies with several subsidiaries are considered to be more complex than companies with few or without subsidiaries. A significant proportion of previous studies observed positive relationship between corporate complexity and audit fees (Simunic, 1980; Brinn et al., 1994; Cameran, 2005; Joshi & Bastaki, 2000; Clatworthy & Peel, 2006; Thinggaard & Kiertzner, 2008; Vermeer et al., 2009; Ellis & Booker, 2011; Verbruggen et al., 2011) . The main reasons advanced in the literature to explain such a relationship is that greater number of subordinate financial statements require more audit time and greater expertise to ensure the accuracy of the consolidated financial statements (Sandra & Patrick, 1996) . Moreover, auditing complex clients exposes external auditors to more professional liability claims than non-complex companies (Clatworthy & Peel, 2006) .In the literature, corporate complexity is measured by either the complexity of operations (e.g., Taylor & Baker, 1981; Langendijk, 1997; Joshi & Al, B., 2000) or the complexity of assets reported in the balance sheet (e.g., Chan et al., 1993 , Peel & Clatworthy, 2001 Simunic, 1980; Francis, 1984; Francis & Stokes, 1986; Francis & Simon, 1987; Simon & Francis, 1988; Gonthier, B., & Schatt, 2007) . Consistent with previous research on the relationship between corporate complexity and audit fees, it is, therefore, hypothesized that:
Hypothesis 4: Audit fees paid by Emirati nonfinancial companies listed on ADX are associated with corporate complexity.
Industry Type
Previous research pointed to possible relationship between audit fees and corporate industry type. In this respect, Anderson and Zeghal (1994) showed that audit fees paid by Canadian transportation, communication, or utilities firms are lower than that paid by companies operating in other sectors. Gonthier-Besacier and Schatt (2007) found audit fees paid by French listed firms under the IT sector to be higher than that paid by firms belong to other sectors. Some industries require more external audit procedures and thus more audit fees to be paid by them in comparison with the other industries (Firth, 1985; Anderson & Zeghal, 1994) . The level of audit quality being demanded by manufacturing companies is higher than the level in other industries as manufacturing companies face higher levels of agency costs. Since manufacturing companies require big capital investment that forces them to look for external sources of funding, they are very likely to report more information than non-manufacturing ones in their annual reports to assure money providers (Naser & Nuseibeh, 2008) . Moreover, as manufacturing companies usually have negative impact on environment and the community, they are expected to face more public pressure than other companies. Hence, they would disclose detailed voluntary information to avoid public pressure and additional regulations (Hackston & Milne, 1996; Tagesson, et al., 2009 ) as well as to legitimize their activities to a greater extent. Hiring high quality auditors is associated with high audit fees. Hence, audit fees paid to external auditors might be influenced by industry type. It is, therefore, hypothesized that:
Hypothesis 5: Audit fees paid by Emirati nonfinancial companies listed on ADX are associated with industry type.
Status of the Audit Firm
In the UAE, many audit companies and offices provide audit services for their clients. The audit firms are local, regional and big international. Previous researchers identified large audit firm as being one of the Big Four international audit firms, while other firms are viewed as being small (DeAngelo, 1981; Haniffa & Cooke, 2002; Glaum & Street, 2003) . As large companies are usually more visible and accountable (Cormier & Gordon, 2001) by the public and subject to political pressure more than small ones, they attempt to avoid such pressure, reduce monitoring costs and justify their existence in society by improving the quality of their reporting and recruiting big international audit firms. In return, big international audit firms are more likely to provide assurance to stockholders and reduce agency costs. Consequently, the reputation and status of audit firm can have a great effect on audit fees (Huang et al., 2007; Vermeer et al., 2009; Choi et al., 2010; Verbruggen et al., 2011; Wang et al., 2011; El-Gammal, 2012) . In this respect, Hay et al., (2006) argued that higher audit fees are expected when an auditor is recognized to be of superior quality to other firms. It is, therefore, hypothesized that:
Hypothesis 6: Audit fees paid by Emirati nonfinancial companies listed on ADX are associated with the status of the audit firm employed by the company.
Audit Report Lag
An audit report lag is a period between a company's year-end date and the audit report date. A long audit report lag might reflect difficulties in the company, which in turn leads to an increase in audit fees either because Vol. 6, No. 8; greater audit work is required or due to additional risk involved. Prior literature showed a positive association between audit fees and the audit report lag (Chan et al., 1993; Ezzamel et al., 1996) . It is, therefore, hypothesized that:
Hypothesis 7: Audit fees paid by Emirati nonfinancial companies listed on ADX are associated with audit report lag.
Audit Committee Independence
Previous research pointed to possible relationship between audit fees and the proportion of independent audit committee members. The direction of the relationship can be either way. The presence of qualified independent audit committee members would result in a high quality audit report in order to be viewed by the directorate as a means of enhancing their reputation as experts in decision control (Fama & Jensen, 1983) . This would result in high audit fees. On the other hand, the presence of qualified independent members on the committee would reduce audit risk assessment and, thus, resulted in less testing Goddard & Masters, 2000) which it turn reduces audit fees.
Ministerial Resolution No (518) of 2009 requires all companies listed in any stock exchange in the UAE to establish an audit committee. The Resolution indicated that the audit committee should have at least three non-executive directors, two of whom at least, must be independent directors, including its head.
Empirical evidence on the influence of the proportion of independent audit committee members on the audit fees is mixed. Some studies showed a positive relationship between firm's proportion of independent audit committee members and its audit fees (Abbott et al., 2003; Vafeas & Waegelein, 2007) . Other studies pointed to negative relationship between the two variables Collier and Gregory, 1996; Goddard and Masters, 2000 . It is therefore, hypothesized:
Hypothesis 8: Audit fees paid by Emirati nonfinancial companies listed on ADX are associated with the proportion of the independent audit committee members.
It is evident from the literature review on the relationship between corporate audit fees and the discussed variables that there is no consensus on the level of the significance and the direction of the relationship. While some studies may find a positive association between a specific company's attribute and the audit fees, other researchers may find that this attribute either does not have influence, or even has a negative relationship with the fees paid to external auditors.
Data Collection and Methodology
As mentioned earlier, Emirati nonfinancial companies listed on ADX are covered in this study. By the end of 2011, the total number of companies listed on ADX was 65. This number includes 5 non-Emirati companies. The Emirati companies listed on the exchange are divided into 30 financial companies (14 banks and 16 insurance companies) and 30 nonfinancial. Drawing from previous studies on audit fees, financial companies are excluded from the current study since these companies have special nature of activities and they have different fees structure than the nonfinancial companies (Basioudis & Fifi, 2004; Cameran, 2005; Simunic, 1980) . Thus, the 2011 annual reports together with the governance reports for all companies listed on ADX were covered in the current study.
The association between audit fees paid by Emirati nonfinancialcompanies listed on ADX and the firms' attributes discussed in the previous section is expressed in the following regression model. 
ADFEES = ƒ(SIZE, PROF, RISK, COM, INDS, AUST, ARL, INDCOM)

Findings
Descriptive Statistics
Descriptive statistics concerning dependent and independent variables employed in this study are presented in tables 1and 2. Table 1 shows that Emirati nonfinancial companies listed on ADX vary in their characteristics. Audit fees paid by the companies range from AED 70,000 to AED 3,177,435 with a mean of AED 412,692 (audit fees in logarithms range from UAE Dirham AED 4.85 to AED 6.5 with a mean of AED 5.43). Companies' sizes measured by the natural logarithm of the company's total assets varied greatly. The total assets (in logarithms) range from 8.57.84 to AED 11.06, with a mean of AED 9.43 AED. Over all observations that formed the sample, profitability ranges from -0.13 to 0.53, with a mean of 0.094. Risk ranges between 0.07 and 0.89, with a mean of 0.39. A ratio of 0.89 implies that the company depends heavily on debt and has little equity. The standard deviation of the leverage ratio together with the minimum and maximum amounts pointed to major variations in the level of leverage among the surveyed companies. The complexity of the surveyed companies ranges from 0 to 19. A zero figure means that some companies had no subsidiaries, while a figure of 19 implies that the company is very complex as it has 19 subsidiaries.
Concerning the independent audit committee variable, Table 1 shows that the proportion of independent audit committee members to total number of the committee ranges from 0.67 to 1 with a mean of 0.90 percent. The high proportion of independent audit committee members is a reflection of what is required by Resolution No (518) of 2009. It requires audit committee to have at least three directors, two of whom at least, must be independent directors. It can be also observed from Table 2 that the majority of non-financial companies included in the study (60 percent) are manufacturing companies. As for auditor type, 24 (or 80 percent) annual reports were audited by audit firms with an international affiliation (Big Four) whilst 6 (20 percent) were not. The auditing in the UAE is clearly dominated by local firms affiliated to big international audit firms. 
Correlation
To examine the association between various variables utilized in this study, the Pearson correlation coefficient matrix is performed and presented in Table 3 . The Table reveals a number of significant correlations among the dependent and independent variables. The analysis shows that there is a significant positive association between audit fees and each of company size, complexity, and status of audit firm. A positive but insignificant association was observed between the audit fees and both the profitability and risk variables. On the other hand, audit fees are negatively associated with each of industry type, the lag between the audit report and the end of the accounting year, and the proportion of independent members on the audit committee.
The Pearson correlation matrix also shows a number of strong correlations between some explanatory variables (e.g., size and complexity, size and risk, risk and complexity, and profitability with industry type). This implies the possibility of multicollinearity problems. The largest reported correlation value among the variables as shown in Table 3 (0.796) was between size and complexity variables. However, this value is still lower than the critical value of 0.80 (Judge et al., 1988; Bryman & Cramer, 2005) . Hence, multicollinearity between the independent variables is not considered a serious problem. Moreover, Table 4 shows that all of the resulted VIF is well below the critical value of 10. According to Neter et al. (1989) , the VIF value of less than 10 indicates that multicollinearity is not a serious concern in the interpretation of the findings of the OLS regression.
Regression Analysis
As the correlation test and the VIF test showed that no significant multicollinearity problem among the independent variables has been detected, a multivariate test using the regression model was performed on all independent variables. In this study, backward regression was performed. Under this regression, independent variables insignificantly associated with audit fees are sequentially removed from the regression model until obtaining the best fit model. The findings are presented in Table 4 .
It can be observed in Table 4 that both the F-value of 13.289 (P=0.00) and the adjusted R2 of the first regression model 77.2% support the significance of the model and suggest that the independent variables employed in the model explain more than 77% of the variation in audit fees paid by Emirati nonfinancial companies listed on ADX. Table 4 also reported a positive and significant association between audit fees and each of corporate size, complexity, and status of audit firm. A negative and significant association was also detected between audit fees and each of the industry type and the proportion of independent members on the audit committee.
A strong and positive association between audit fees and the size of the Emirati nonfinancial companies listed on ADX provides evidence that company size is one of the most important variables in explaining variations in the audit fees. This finding is consistent with prior studies that suggested firm size as one of the main determinants of the audit fees (e.g., Chan et al., 1993; Pong & Whittington, 1994; Che Ahmad, & Derashid, 1996; Ezzamel et al., 1996; Iyer & Iyer, 1996; Joshi & Al, B., 2000; Naser & Nuseibeh, 2008) .
The second variable appeared to be a significant predictor of audit fees of the Emirati nonfinancial companies listed on ADX is company's complexity as measured by number of subsidiaries. This finding is in line with some prior studies (Firth, 1985; Simon et al., 1992; Iyer & Iyer, 1993; Pong & Wittington, 1994; Johnson et al., 1995; Sandra & Patrick, 1996; Mike, 1997; Langendijk; Joshi & Al-Bastaki, 2000) . The strong association observed between audit fees and company's complexity is justified on grounds that a more complex company (measured by the number of subsidiaries) requires more audit work to examine individual company financial statements and consolidated financial statements. Moreover, the auditor needs to perform more complicated audit procedures when the company has foreign subsidiaries for making sure of the company's compliance with the rules and regulations imposed by home country and, therefore, the company will be subject to higher audit fees.
Consistent with expectation, the audit report lag has been found to be one of the main factors influencing the audit fees paid by Emirati non-financial companies listed on ADX. A longer audit report lag might point to accounting problems that may require greater audit work and hence higher audit fees. This result reinforces the findings in some previous studies (Haskins & Williams, 1988; Chan et al., 1993; Che Ahmad & Derashid, 1996; Ezzamel et al., 1996; Craswell & Francis, 1999) .This result is, however, inconsistent with Naser and Nuseibeh (2008) who found that audit report lag was insignificant in explaining the variations in audit fees among Jordanian listed companies.
As predicted, regression results indicated that there is a significant negative relationship betweenaudit committee independence and audit fees. While this result supports the findings of some prior literature that showed significant and inverse relationship between the two variables Goddard & Masters, 2000) , it disagrees with findings from other research studies that showed a positive relationship between company's independence of audit committee and its audit fees (Abbott et al., 2003; Vafeas & Waegelein, 2007) . This finding can be explained www.ccsenet.org/ibr International Business Research Vol. 6, No. 8; on the grounds that audit committee with more independent members will reduce external auditor's risk assessment and, thus, reduces the scope of the audit Goddard & Masters, 2000) which leads to lower audit fees.
The findings also showed that audit fees are negatively and significantly associated with industry. This implies that manufacturing companies pay lower fees than those in service and consumer staples sectors. A possible explanation for this finding may be that Emirati manufacturing companies might be considered small companies in comparison to manufacturing companies in both developed and industrialized emerging economies, and thus, these companies are not requiring higher audit quality than other companies belong to other sectors. Another explanation to this result is that limited number of companies are listed on ADX. In return, many audit firms are operating in Abu Dhabi. This leads to imbalance between the supply and demand for external. This situation would strengthen the bargaining power of the manufacturing companies and reduces audit fees.
Conclusion
It was evident that limited research on the determinants of audit fees has been undertaken in the Arab and Middle Eastern countries. This is due to the fact that companies in this part of the world do not publish information about audit fees. In consistent with Naser and Nuseibeh (2008) who found that audit report lag was insignificant in explaining the variations in audit fees among Jordanian listed companies.
growing economies in the world and Abu Dhabi hosts one of the youngest stock exchanges in the region. Also, companies in the UAE are exempted from paying income tax. In addition, a limited number of companies are listed on the exchange with many local, regional and international audit firms operating in the UAE. This creates an imbalance between the supply and demand for external audit and return affect audit fees. Consequently, studying the relationship between audit fees and companies attributes within these unique features will add a new dimension to the literature.
To identify companies attributes that impact audit fees by Emirati nonfinancial companies listed on ADX, the 2011 annual financial and governance reports for all these companies were used. Audit fees and eight attributes of the companies were extracted from the reports. The attributes include: size measured by total assets, profitability measured by net income to sales, risk measured by total liabilities to total assets, complexity measured by the number of subsidiaries, industry type, status of the audit firm, audit report lag measured by lag between the audit report and the end of the accounting year and audit committee independence measured by the proportion of independent members on the audit committee.
To identify corporate attributes responsible for variations in audit fees paid by Emirati nonfinancial companies listed on ADX, A backward regression analysis was performed. The outcome of the analysis showed that external audit fees are positively and significantly related with company size, business complexity, and audit report lag. Audit fees, however, is negatively and significantly associated with industry type and audit committee independence. The present finding seems to be consistent with other research in some developed and emerging economies.
